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Message Text 

UNCLASSIFIED 

PAGE 01 BUENOS 03434 I10333Z 
ACTION ARA-10 

INFO OCT-OI ISO-00 AID-05 CIAE-00 COME-00 EB-07 FRB-OI 
INR-07 NSAE-00 USIA-15 TRSE-00 XMB-04 OPIC-06 
SP-02 LAB-04 EPG-02 SIL-01 OMB-OI NSC-05 SS-I5 
STR-04 CEA-01 PA-02 PRS-OI L-03 H-02 /099 W 

I20930Z 131037/10 

R 101857Z MAY 77 
FM AMEMBASSY BUENOS AIRES 
TO SECSTATE WASHDC 0417 

UNCLAS BUENOS AIRES 3434 

E.O. 11652: N/A 
TAGS: EFIN, AR 

SUBJECT: FURTHER LIBERALIZATION OF EXCHANGE CONTROLS 

REE: BUENOS AIRES 3286 

1. ON MAY 9, CENTRAL BANK ISSUED CIRCULAR 691 PERMITTING 
FINANCIAL ENTITIES AUTHORIZED TO DEAL IN FOREIGN EXCHANGE TO 
SELL UP TO $1,000 IN FOREIGN EXCHANGE PER PERSON FOR ANY 
PURPOSE DESIRED. 

2. ACCORDING TO PRESS REPORTS, THE $1,000 LIMITATION IS A 

MERE FORMALITY BECAUSE FINANCIAL ENTITIES ONLY HAVE TO REPORT 
THE TOTAL VOLUME OE SUCH OPERATIONS AND NOT THE NUMBER OF 
PERSONS WHO OBTAINED FOREIGN EXCHANGE. MOREOVER, THE IS NOTHING 
PREVENTING A PERSON FROM GOING TO SEVERAL EXCHANGE HOUSES 
AND REPEATEDLY BUYING $1,000 EROM EACH ONE. AS A RESULT, THE 
PARALLEL MARKET HAS BEEN VIRTUALLY ELIMINATED AND, TO THE 
EXTENT IT CONTINUES TO EXIST (AS IT NO DOUBT DOES FOR LARGE 
TRANSACTIONS), THE SPREAD BETWEEN THE FREE MARKET AND PARALLEL 
RATES IS NOW VERY SMALL. INTERESTINGLY, THE EXCHANGE 
RATE OFFERED BY THE EXCHANGE HOUSES WAS HIGHERON MAY 9 
THAN THAT QUOTED BY THE BANCO DE LA NACION: 357 BUY 
362 SELL VERSUS 355 BUY 360 SELL. 
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3. COMMENT: THE CENTRAL BANK'S LATEST MOVE WAS CLEARLY 
DESIGNED TO DEFLATE THE RECENT JUMP IN SPREAD BETWEEN 
THE FREE MARKET AND PARALLEL RATES. WITH FOREIGN EXCHANGE 
RESERVES AT A RECORD HIGH AND CONTINUING TO GROW AT A 
PACE WHICH HAS THREATENED ACHIEVEMENT OE ITS INTERNAL 
MONETARY GOALS, THE CENTRAL BANK CAN CLEARLY AEFORD TO 
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LIBERALIZE EXCHANGE CONTROLS. 
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